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Dear Editors:
Shiller’s trills are perhaps even more use-ful for developing economies than they 
are for developed countries. They might 
prevent the flight of capital from developing 
to developed countries and could be used to 
realign the objectives of developing nations 
and international lending agencies such as 
the World Bank and the IMF. Furthermore, 
in many Muslim countries, a significant 
amount of investors stay away from the 
debt market as interest is prohibited in Is-
lam. Trills are essentially an equity stake in 
a country’s growth and might induce such 
investors to participate.
Many developing countries such as 
Pakistan and Bangladesh face the problem 
of high inflation. Inflationary expectations 
cause people to expect the local currency 
to depreciate against a stronger foreign cur-
rency such as the dollar. Consequently, flight 
to safety occurs as a hedge against inflation 
whereby savings are converted into dollars 
and invested abroad. As Trills pay a constant 
percentage of nominal GDP, they provide the 
much needed inflation protection. Hence, 
they might be useful in reducing the flight 
of capital by providing an alternative invest-
ment avenue that offers inflation protection.
Donor agencies such as the World Bank 
and the IMF face substantial resentment in 
target countries. Often, the fiscal austerity 
measures proposed by them come at a time 
when a fiscal stimulus is badly needed. Many 
argue that the agencies propose policies 
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detrimental to growth as they are mostly 
interested in getting their money back. Some 
go as far as to suggest that they have a hid-
den agenda. If agencies start lending money 
by investing in Trills, they would be taking 
a direct stake in a country’s growth. Hence, 
the policies proposed by the agencies would 
face less resistance.
Hammad Siddiqi
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